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AICPA Washington Report
April 16, 1973 
Volume I, Issue 15
CIVIL AERONAUTICS BOARD
Miscellaneous amendments to the Board’s economic regulations
have been published in the Fed. Reg. (4/9/73, p.9008).
The amendments are a result of the announcement of 
Phase III control procedures which resulted in modifi­
cations to the Board’s prior regulations.
COMMERCE, DEPARTMENT OF
An "Accounting System Survey and Audit Guide" for the 
Office of Minority Business Enterprise (OMBE) has 
been published recently.
It is the policy of the OMBE that independent 
public accountants and auditors of public agencies 
will be used extensively to perform required audits 
and the guide has been developed for their use.
It is also the first guide which attempts to 
implement the GAO standards for audits of Govern­
mental organizations, programs, activities and 
functions ("the yellowbook").
Copies of the guide can be secured by contacting 
the Publications Division, U.S. Department of Commerce, 
Washington, D.C. 20230
COST ACCOUNTING STANDARD BOARD
Revisions to the federal procurement regulations as a
result of CASB regulations have been promulgated 
in the 4/6/73 Fed. Reg, at p. 8741. The changes 
reflect the Board’s requirement for an annual 
report to demonstrate to the CASB the effect of 
its publications and to reveal problem areas 
requiring new or revised CASB standards, rules 
and regulations.
-2-
COST OF LIVING COUNCIL
A Committee Report (93-114) has been issued by the House
Banking Committee after its deliberation of the Pat­
man bill (HR 6168) to extend the Economic Stabili­
zation Act. The measure goes to the House floor for 
a vote today, and a floor fight over the controver­
sial provisions is expected.
There has been considerable discussion that 
no decision can be reached before the April 30 dead­
line when the present law expires. As a result, 
there is a growing support for a joint resolution to 
extend the Act for 60 days to permit additional time 
for a more complete consideration of the extension 
legislation.
With Congress in recess until the end of the 
month, the alternative suggestion of an extension 
appears a strong possibility.
An updated set of COLC regulations has been issued. 
They are issued under Title 6, Code of Federal 
Regulations and are complete with amendments 
through 2/1/73. Copies of the document are 
available through the Government Printing Office.
GENERAL ACCOUNTING OFFICE
The "Model Audit Language" development is clearly set 
forth in a recent article in the Spring issue of 
The GAO Report. The article was prepared by 
Frederic H. Smith, retiring Deputy Director of 
the Financial and General Management Studies 
Division, and is entitled "Qualifications of 
Public Accountants Who May Audit Federally 
Sponsored or Financed Organizations".
The article describes the evolution of the 
independent accountant’s qualifications, beginning 
with the early efforts in 1959 and culminating in 
a finalized version in September, 1970. A brief 
simplified statement of that latest policy is in­
cluded as well as a recommendation that because of 
the many inquiries as to what the prescribed 
language means, it would be desirable to rewrite 
it in simplier terms.
A GAO Report entitled "Cost Growth in Major Weapon 
Systems" has been recently released. (B163058 
of 3/26/73.) GAO was requested by the Chairman 
of the House Committee on Armed Services to make 
an independent study of the bases for cost 
escalation in procurement process as well as its 
management aspects and various reasons for cost 
growth.
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HEALTH, EDUCATION AND WELFARE, DEPARTMENT OF
Health Care legislation is beginning to gather some momentum 
A group of labor leaders, headed by Leonard Woodcock 
of the UAW, is working on a campaign in support of the 
Kennedy-Griffith National Health Insurance bill. 
Presently, they are conducting meetings in various 
cities throughout the country in an effort to bring 
the health care problem into as many communities as 
possible.
There are also indications in the House that the 
Ways and Means Committee could have its pending 
business cleared up by October and take up health 
care at that time.
Another health system plan has been suggested 
by the Committee for Economic Development, a 
businessmen's research group. The CED plan resembles 
the Administration's proposal in its reliance on 
existing private insurance plans, but it is closer 
to the more expensive (Kennedy-Griffith) proposal.
The plan has been published in a report entitled 
"Building a National Health Care System".
The National Advisory Council on Comprehensive Health 
Planning Programs is holding an open meeting on 
4/25/73 at the Health Service and Mental Health 
Administration headquarters in Rockville, Md.
The meeting agenda includes a discussion of 
project and formula grants for Comprehensive 
Health Planning Agencies and a discussion of for­
mula grants to States.
JUSTICE, DEPARTMENT OF
LEAA Administrator-designate, Donald E. Santarelli, received 
Senate confirmation on 4/10/73. He is expected to 
assume his full duties immediately. Mr. Santarelli, 
prior to this appointment, served in the Justice 
Department as a Deputy Assistant Attorney General, and 
was the Chief Administration spokesman on the develop­
ment and passage of the D.C. Crime Bill.
Legislative hearings in the House on the special revenue 
sharing for law enforcement have adjourned subject 
to call. A Senate Finance Subcommittee is presently 
holding hearings on appropriations for the LEAA and 
is expected to look into this special revenue sharing 
plan as well.
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LABOR^DEPARTMENT OF
The Administration’s pension reform proposals were made 
public this past week and Congressional react ion 
to the Employee Benefit Protection Act was swift . 
Sen. Javits (R-NY) commented in the 4/11/73 Cong. 
Record (p. 7171), criticizing the major provisions 
of the plan and indicating that many provisions 
of the plan fell short of those contained in S.4, 
the bill which he and Sen. Williams (D-NJ) have 
sponsored. That measure has received the approval 
of the Welfare and Labor Committee. Sen. Javits 
indicated he intended to have a report on pension 
reform available "within 30 days" for the full 
Senate's consideration. Apparently this is a delay 
to give the other members a chance to compare the 
the two proposals.
The"Pension Reform Program". The Administration's other 
major piece of pension legislation, applies to in­
dividual retirement plans and as expected, provides 
for a new maximum tax deduction of 15% of earned in­
come or $7500, whichever is less.
OFFICE OF ECONOMIC OPPORTUNITY
The Legal Services program which the OEO created, retains 
considerable support for continuation despite the 
phase out of OEO itself. Rep. William Ford (D.Mich) 
has introduced a bill (HR 3409) to create a "legal 
services corporation." The corporation would be re­
quired to maintain accounts and records and there 
are provisions in the bill regarding the scope of the 
audit. GAO oversight is also included.
Field hearings by the House Equal Opportunity 
Subcommittee are presently underway. While these 
hearings have been concerned with OEO in general, 
there has been considerable discussion on the legal 
services program. Hearings in Washington will most 
likely be scheduled in May or June for further 
fact gathering.
SECURITIES AND EXCHANGE COMMISSION
A Notice of Proposed Amendments To Regulation S-X and
related interpretations and guidelines has been
issued. (Rel. 33-5384 of 4/12/73). The proposal 
is a revised effort on the part of the Commission 
to prescribe disclosure regulations and guidelines 
for implementation on the part of registrants, in­
dependent accountants and lending institutions.
The proposed rules are designed to facilitate 
understanding and implementation of the disclosure 
requirements relating to restricted funds and the 
effective cost of borrowing.
-5-
Comments on the proposed regulations will be 
accepted until 6/15/73. Rule 5-02-1 has been 
amended regarding the requirement relating to dis­
closure of compensating balances making it effective 
for financial statements covering periods beginning 
on or after 12/30/72, but in no event shall disclos­
ure be required for financial statements filed prior 
to 8/31/73.
John Burton addressed the Washington Chapter of the
Federal Government Accountants Association on 4/12 and 
discussed the role of the SEC in the area of financial 
reporting. He stated that the independent public 
accountants must assure reliability of the relevant 
economic data being presented and that the auditor has 
done a good job, possibly better than what a government 
auditor might do. But, he added, they must recognize 
their responsibility to the investing public. On the 
subject of disclosure, Mr. Burton felt more detailed 
reporting requirements will be forthcoming.
During the question and answer period which 
followed, Mr. Burton indicated that in the area of 
the "pressing accounting principles" he felt coping 
with uncertainty stood out as one major problem. 
Specific "hot issues" which required further 
attention included leases, marketable securities and 
the extractive industries. He was confident that the 
structure of the FASB was suited to resolving the 
issues which will come before it.
Offshore Fund Legislation has been proposed by the SEC it 
was announced by the Chairman, G. Bradford Cook.
In his accompanying remarks, the chairman stated that 
the proposal would result in a desirable improvement 
of foreign investor confidence in offshore funds which 
invest in U.S. securities. The proposal merely 
permits the domestication of each fund without 
changing the basic tax effect on the fund or the 
foreign shareholders.
A Foreign Portfolio Sales Corporation as a new 
form of U.S. mutual fund organized here and registered 
by the SEC would be created and would make direct sales 
to non-residents and non-citizens of the U.S. The 
proposed legislation would be introduced in the form 
of amendments to the Investment Company Act of 1940. 
Further amendments to the Internal Revenue Code would 
follow if the Congress accepted this initial proposal, 
with respect to estate taxes, capital gains and 
interest and dividend income.
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Other legislation pending in Congress includes the Moss 
bill (HR 5050) which contains provisions for amend­
ments to the 1934 Act including a requirement for 
certified financial statements by independent public 
or certified public accountants, and the establish “ 
ment of a uniform accounting system for broker-dealer 
operations. Another bill pending is the McIntyre 
bill (S.1050) concerning regulation and control of 
oil and gas programs. Reporting requirements would 
be established under the SEC.
Hearings have not been scheduled by either 
Chamber on these matters, although it is understood 
that both are considered likely items for committee 
work during the remainder of this session.
SMALL BUSINESS ADMINISTRATION
Legislation to assist small businessmen in the area of 
export trade business has been introduced by Sen. 
Pearson (R-Kans.) a member of the Subcommittee on 
Economic Progress.
The bill (S. 1007) contains a provision for 
the establishment of fiscal control and accounting 
procedures to assure accountability of federal funds 
under the grant program to be created. Hearings 
on the bill have not been scheduled.
TREASURY, DEPARTMENT OF
The Administration's proposal for international trade
improvements and tax reform m  overseas business
operations has been presented to Congress. A 
White House Fact Sheet has been issued outlining 
the major provisions of the proposals.
Chairman Mills has announced that hearings 
on the trade measure (HR 6767) will commence on 
5/7/73 with general public testimony to start 
on 5/14. Requests to testify must be submitted 
by 4/27/73. Rep. Schneebeli (R-Pa.) commented 
on the Administration proposal (4/10/73 Cong.
Record p. H 2568) noting that this represented 
a unique opportunity for bipartisan efforts to 
respond to the trade problems the nation faces.
Senator Javits (R-NY) commented on the 
proposals in the 4/10 and 4/11 Cong. Records 
at p. 6865 and S 7117 respectively. His remarks 
concern the farm price supports in the measure 
and trade reform as one of many related issues 
of international importance.
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Revenue Sharing regulations have been issued which 
include all the revisions (4/10/73 Fed. Reg. 
pgs. 9132-43). Of major interest is the section 
on "Auditing and Evaluation; Scope of Audits" 
(section 51.41) which contains a statement that 
the Office of Revenue Share will place reliance 
on state and local government audits, done by 
government auditors or independent public 
accountants, and suggests that local governments 
have such audits performed to the extent they 
consider practicable, in accordance with the GAO’s 
Audit Standards ("yellowbook" requirements).
These regulations apply to funds distributed since 
1/1/73.
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